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 The Dimensions of Development 43

how the world changed after 1800

Th e rate of economic growth accelerated dramatically around the year 
1800 with the takeoff  of the Industrial Revolution. Prior to that moment, 
which corresponds to the historical period covered in the fi rst volume of 
this book, much of the world lived under the conditions described by the 
En glish writer Th omas Malthus, whose 1798 Essay on the Principle of 
Population painted a gloomy picture in which population growth would 
outstrip economic resources in the long run. Figure 2 shows an estimate 
of per capita income over an eight- hundred- year period in En gland, 
where the Industrial Revolution started. Th e hockey- stick shape of the 
curve, and the sudden transition to a much higher rate of growth, re-
fl ects the fact that the later period saw continual year- on- year increases 
in productivity that vastly outstripped the rate of population growth. 
While we might speculate that this blessed interval of rapid growth may 
someday still be overwhelmed by population increase and by absolute 
limits to available resources, we are nonetheless fortunately still living in 
a post- Malthusian world.

What caused this sudden burst of economic growth? Th e Industrial 
Revolution had been preceded by a commercial revolution starting in 
the sixteenth century that vastly expanded the volume of trade both 
within Eu rope and across the Atlantic. Th is expansion, in turn, was 
driven by a host of po liti cal and institutional factors: the establishment 
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44 POLITICAL ORDER AND POLITICAL DECAY

of secure property rights, the rise of modern states, the invention of dou-
ble-entry bookkeeping and the modern corporation, and new technolo-
gies of communications and transportation. Th e Industrial Revolution 
in turn rested on the systematic application of the scientifi c method and 
its incorporation into an institutional structure of universities and re-
search organizations, which could then be translated into technological 
innovations.4

FIGURE 2. Real Income per Person in En gland, 1200– 2000

SOURCE: Gregory Clark, A Farewell to Alms

Th e sudden shift  to a higher level of growth had a huge eff ect on societies 
via an expanding division of labor. Th e third chapter of Adam Smith’s 
Wealth of Nations is titled “Th e Division of Labor is Limited by the Ex-
tent of the Market.” Smith began the book with his famous description 
of a pin factory. Instead of a single craft sman pulling, cutting, and sharp-
ening individual pins, each task is given to a specialized worker, which 
vastly increases the factory’s productivity. But there would be no incen-
tive to increase productivity in this fashion, Smith asserts, if a suffi  ciently 
large market did not exist. Smith thus argues that the expanding divi-
sion of labor is stimulated in turn by improvements in transportation 
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58 POLITICAL ORDER AND POLITICAL DECAY

health ser vices to undertaking industrial policy, can be done better or 
worse depending on the quality of the state bureaucracy charged with 
performing that function. Governments are collections of complex orga-
nizations; how well they perform depends on how they are or ga nized and 
the resources, human and material, at their disposal. In evaluating states, 
then, there are two axes of importance, a horizontal axis defi ning the 
scope of state functions, and a vertical axis defi ning the capacity of the 
state to undertake a given function (see Figure 4 below).

FIGURE 4. State Scope and State Strength

Scope of State Functions
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FIGURE 3. The Scope of State Functions

SOURCE: World Bank, The State in a Changing World
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health ser vices to undertaking industrial policy, can be done better or 
worse depending on the quality of the state bureaucracy charged with 
performing that function. Governments are collections of complex orga-
nizations; how well they perform depends on how they are or ga nized and 
the resources, human and material, at their disposal. In evaluating states, 
then, there are two axes of importance, a horizontal axis defi ning the 
scope of state functions, and a vertical axis defi ning the capacity of the 
state to undertake a given function (see Figure 4 below).
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FIGURE 3. The Scope of State Functions

SOURCE: World Bank, The State in a Changing World
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62 POLITICAL ORDER AND POLITICAL DECAY

FIGURE 5. Government Effectiveness and Control of Corruption, 
Selected Countries, 2011

SOURCE: World Bank Institute, Worldwide Governance Indicators, 2011

for a wide range of countries (voice and accountability, po liti cal stability 
and absence of violence, government eff ectiveness, regulatory quality, rule 
of law, and control of corruption). Figure 5 extracts two of these dimen-
sions, control of corruption and government eff ectiveness, for a selected 
group of developed and less developed countries, ranked in order of their 
scores on the eff ectiveness indicator.

It is hard to know what the WGI numbers actually represent, since 
they are a mixture of procedural, capacity, and output mea sures, oft en 
based on surveys of experts. Th e mea sures also fail to capture the vari-
ance in the quality of government that exists within each country; the 
U.S. Marine Corps is very diff erent from a local police force in rural 
Louisiana, just as the quality of education diff ers greatly between Shang-
hai and a poor county in the interior of China. Nonetheless, these indi-
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 Bureaucracy 63

cators broadly suggest the tremendous degree of variance in the quality 
of government that exists across the world, and the fact that government 
eff ectiveness and level of corruption are correlated. As any number of 
studies have indicated, the quality of government correlates very strongly 
with a country’s degree of economic development.

We can fi ll in the two- dimensional matrix of state scope versus state 
strength from Figure 4 with some real data, using tax revenues as a per-
centage of GDP as a proxy for scope and the World Bank government ef-
fectiveness indicator as a proxy for strength (see Figure 6). Developed 
countries vary considerably in the size of their governments, but we see 
that they all lie in the upper portion of the matrix. Th at is, you can become 
a high- income country with a large state— Denmark, the Netherlands— or 
with a relatively small one— Singapore, the United States. But no country 
can get rich without an eff ective government. Th ere are a number of 
emerging market countries, such as China, India, and Rus sia, that are at 
approximately the midpoint of the vertical axis;12 the poor countries in the 
sample are all nearer the bottom, and the weakest states are closer to zero.

10 15 20 25 30 35 40

-1
.5

-1
.0

-0
.5

0.
0

0.
5

1.
0

1.
5

2.
0

Govt. Rev. as % of GDP

G
ov

t. 
E

ffe
ct

iv
en

es
s

AFGHANISTAN

BRAZIL
CHINA

DENMARK
NETHERLANDS

FRANCE

GERMANY

INDIA
INDONESIA

JAPAN

KENYA

SOUTH KOREA

NIGERIA

RUSSIA

SIERRA LEONE

SINGAPORE

UNITED KINGDOMUNITED STATES

FIGURE 6. State Scope vs. State Strength

SOURCE: World Bank, Worldwide Governance Indicators, OECD

*Taxes are for central governments only, excluding fi nes, penalties, and social 
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 The Birthplace of Democracy 95

both countries  were well above the average for the eurozone as a  whole. 
Th is led to the fall of incumbent governments in both countries, and to 
leadership by technocratic caretaker administrations that sought to im-
pose dramatic austerity programs to get public spending more in line 
with revenues. Within the eurozone, Greece and Italy also have the 
largest estimated “shadow economies,” economic activity that is not 
regularly reported to the tax authorities.1

FIGURE 7. Central Government Debt as a Percentage of GDP

SOURCE: Eurostat

Th e ongoing euro crisis exposed a large rift  between Northern and South-
ern Eu rope. Th ere is no generic “crisis of the welfare state” in Eu rope: Ger-
many, the Netherlands, and Scandinavia all have very large public sectors 
when compared to, say, the United States or Japan, yet these countries 
managed to weather the 2008– 2009 Wall Street crisis better than the 
United States. Germany in par tic u lar put its public fi nances in order dur-
ing the 2000s under Gerhard Schröder’s Agenda 2010, trimming labor 
costs and controlling overall levels of debt. Th e countries that got into 
trouble— Greece, Italy, Portugal, Ireland, and Spain— also diff ered from 
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governments of the late nineteenth century began large investments in 
infrastructure, though this tended to facilitate the dominance of north-
ern industries over southern ones.23 In 1950, the government of the new 
republic set up a development arm, the Cassa per il Mezzogiorno, which 
was tasked with promoting economic growth in the South. It also made 
heavy use of the Institute for Industrial Reconstruction, a conglomerate 
of state- owned industries that could provide fi nancing, jobs, and party 
patronage. The state spent considerable sums on infrastructure and 
made large investments in steel, petrochemicals, and other heavy in-
dustries.

Th e results of this industrial policy  were highly mixed. Th ere  were 
large increases in per capita income and industrial output in the South, 
and a huge movement of peasants off  of the land, with agricultural em-
ployment shrinking from 55 to 30 percent of the population between 
1951 and 1971. Some went to cities in both the South and North, but 
many others left  Italy altogether for the United States, Eu rope, and Latin 
America. Th ere  were, in addition, large improvements in social indica-
tors such as literacy and infant mortality that made the South far less 
like “Africa” than in the nineteenth century. Th e years 1951– 1981 in par-
tic u lar  were ones of catch- up, in which the gap between North and South 
closed somewhat (see Table 1). What did not happen as a result of this 
investment was the creation of a large, self- sustaining industrial base in 
the South. Many of the successful companies in the South  were off shoots 
of northern ones. Northern Italy grew even faster, and by the 1970s the 
development gap between the regions remained as wide as ever, despite 
the huge sums of money that had been transferred. Like Greece, south-
ern Italy was a case of “modernization without development.”24

TABLE 1. Per Capita Value Added in Italy’s Regions, 1891– 2001 
(Italy = 1)

1891 1911 1938 1951 1971 1981 2001

Northwest 1.16 1.22 1.43 1.52 1.28 1.22 1.24

Center/Northeast 1.01 1.00 0.99 1.04 1.04 1.11 1.13

South and Islands 0.88 0.84 0.70 0.61 0.73 0.70 0.68

Yearly Growth Rate (%) – 2.29 0.85 0.96 6.33 2.79 2.08

SOURCE: Emanuele Felice, “Regional Inequalities in Italy in the Long Run (1891– 2001)”
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202 POLITICAL ORDER AND POLITICAL DECAY

recruitment is far more limited and less well or ga nized. Clientelism ap-
pears when democracy arrives before a modern state has had time to 
consolidate into an autonomous institution with its own supporting 
po liti cal co ali tion. Clientelism is an effi  cient form of po liti cal mobili-
zation in societies with low levels of income and education, and is 
therefore best understood as an early form of democracy. In the United 
States, Greece, and Italy, the franchise was expanded prior to the cre-
ation of a modern state: in the 1830s in the United States, from 1844 to 
1864 in Greece, and in the period aft er 1946 in Italy. Po liti cal parties in 
all three countries used their public bureaucracies as sources of bene-
fi ts to po liti cal clients, with predictably disastrous consequences for 
state capacity. Th e principle of eff ective government is meritocracy; the 
principle of democracy is pop u lar participation. Th ese two principles 
can be made to work together, but there is always an underlying ten-
sion between them.

Th e interactions between the diff erent dimensions of development are of 
course considerably more complicated than this and can be illustrated 
in the fi gures below.

FIGURE 8. The Prus sian/German Development Path

Economic Growth Social Mobilization

3.
4.

2. 5.1.

State Building Rule of Law Accountability

Figure 8 illustrates the Prus sian/German development path. Prus sia 
 began building a strong state for reasons that had nothing to do with 
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FIGURE 9. The American Path
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FIGURE 10. The Greek/Italian Path
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rather, it was social mobilization (what was earlier described as modern-
ization without development) and early demo cratization. Th e weakness 
and lack of opportunity in the capitalist economy made the state an early 
object of capture, fi rst by elite social groups and then by mass po liti cal 
parties as democracy deepened. Extensive clientelism weakened state ca-
pacity, which then further constrained prospects for economic growth 
(the dotted lines).
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timate of the size of its economy in 2013 to make it suddenly 60 percent 
larger than prior estimates by organizations like the World Bank. But 
very little of that money fl owed down to its population as a  whole.

Figure 11 shows that Nigerian per capita income in the fi ft y years 
from 1960 to 2010 grew by some 90 percent, which amounts to a miser-
able compound annual rate of just over 1 percent per year. In the three 
de cades from the start of the country’s oil boom in the 1970s, per capita 
income actually declined and did not return to its 1979 level until 2005. 
Th is per for mance is poor by the standards of “emerging” Africa, and 
particularly poor when compared to countries in East Asia. It is perhaps 
unfair to compare Nigeria to highfl iers like South Korea and Taiwan, but 
as po liti cal scientist Peter Lewis has shown, Indonesia provides a highly 
revealing counterpoint.2 Like Nigeria, Indonesia is a large (2010 popula-
tion 233 million) ethnically diverse, oil- rich country. In 1960, Indonesia’s 
per capita income was only 60 percent of Nigeria’s. By 2010, it was 118 
percent higher.

FIGURE 11. Per Capita GDP, Constant 2000 US$

SOURCE: World Bank

What growth there’s been in Nigeria over this period was related 
 almost entirely to oil exports. Oil production began in the Niger River 
Delta in 1958, and the country experienced an economic boom as prices 
 rose during the energy crises of the 1970s. However, oil turned out to be 
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Politics is the general route to riches in Nigeria; very little income has been 
earned through entrepreneurship and genuine value creation. Transpar-
ency International ranked it 143 out of 183 countries in terms of perceived 
corruption.8 Th e stories of corruption- driven incompetence are legendary. 
In the mid- 1970s, for example, the military regime of Yakubu Gowon an-
nounced the purchase of sixteen million metric tons of concrete to build a 
series of military facilities and other ambitious infrastructure projects, 
quadrupling imports from the previous year. Ships full of concrete 
poured into Lagos harbor but could not unload for as long as a year be-
cause they  were not actually needed; much of the concrete was ordered 
so that government offi  cials could collect demurrage fees. Th e concrete 
hardened in the ships’ holds, and many of them had to be scuttled in 
place, clogging the harbor for years to come.9

Corruption at a high level fi lters down and aff ects all segments of 
Nigerian society. Th e only thing many Westerners know about Nigeria 
is that it is the source of e-mail scams off ering bogus windfalls. Th is is a 
variety of what in Nigeria are known as 419 frauds, named aft er a section 
of the Nigerian penal code. Refl ecting Nigeria’s weak protection of prop-
erty rights, middle- class Nigerians oft en paint large signs on their  houses 
stating that they are not for sale. Th e reason for this is that they could go 
away on a vacation and return to fi nd their  house occupied by a stranger 
who had stolen the legal title from them.10

TABLE 2. Percentage of Population Below the Poverty Line

Year Indonesia Nigeria

1976 40.1 –

1980 28.6 28.1

1984 21.6 –

1985 – 46.3

1990 15.1 –

1992 – 42.7

1996 17.5 65.6

1999 23.4 70.6

2003 17.4 70.2

SOURCE: Peter Lewis, Growing Apart: Oil, Politics, and Economic 

Change in Indonesia and Nigeria
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228 POLITICAL ORDER AND POLITICAL DECAY

transparent legal rules; and open access to legal and po liti cal institutions. 
As the case of Nigeria suggests, there is a linkage between economic and 
po liti cal outcomes. If a country is ruled by an elite whose primary objec-
tive is to appropriate public resources, if property rights aren’t respected, 
if the country  can’t set coherent policies or educate its own people, then 
even the possession of valuable natural resources like oil is not going to 
lead to sustained economic growth. Th e existence of formal demo cratic 
institutions is not suffi  cient to guarantee good outcomes; state and rule 
of law are important parts of the mix.

What, then, accounts for the diff erence in institutions in diff erent parts 
of the world, and why did the West have a large initial advantage? If insti-
tutions are so critical to wealth and growth, why  doesn’t everyone simply 
adopt the best ones and get on with it?

the spirit of the laws

Charles Secondat, Baron de Montesquieu (1689– 1755) is perhaps best 
known for his arguments in favor of separated powers as a check on 

FIGURE 12. Per Capita Incomes, Industrialized Countries 
vs. Nonindustrialized

SOURCE: Gregory Clark, A Farewell to Alms
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Caracas, and northern Mexico, which royalist forces  were able initially 
to suppress. But aft er the restoration of the Bourbon Ferdinand VII 
to the Spanish throne in 1815, a second wave of revolts broke out and 
led to in de pen dence for virtually the  whole of South America by the 
mid- 1820s.

Th e Latin American wars of in de pen dence went on for much longer 
than the American Revolution, and did far more damage to the infra-
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FIGURE 13. Cumulative Battle Deaths

SOURCE: Miguel Angel Centeno, Blood and Debt

FIGURE 14. Total Wars by Region

SOURCE: Miguel Angel Centeno, Blood and Debt

042-57833_ch01_2P.indd   262042-57833_ch01_2P.indd   262 6/17/14   7:22 PM6/17/14   7:22 PM



-1—
0—
+1—
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its disastrous overall per for mance in the generation that stretched from 
in de pen dence in the 1960s to the mid- 1990s. Th e story told about Nige-
ria in chapter 14 is not typical of Africa; Nigeria had a particularly bad 
case of a disease affl  icting many countries in the region. Figure 15 traces 
per capita GDP for sub- Saharan Africa compared to the developing coun-
tries of East Asia. It shows, fi rst, that incomes in the latter region went 
from being a fraction of Africa’s to a level nearly four times as great, and 
that from the early 1970s to the mid- 1990s African per capita incomes 
actually dropped.

FIGURE 15. Sub- Saharan Africa and East Asia, Per Capita GDP, 
1960– 2011

SOURCE: World Bank

Th ese aggregate statistics mask, moreover, the misery of life for many 
Africans in this period. Somalia, Liberia, and Sierra Leone fell apart en-
tirely and  were taken over by warlord gangs that drugged child soldiers 
and turned them into pathological killers. In de pen dence from Portugal 
triggered long civil wars in Angola and Mozambique fueled by outside 
powers. Sudan fought a long war with its own south, which fi nally became 
an in de pen dent country in 2011, while committing atrocities against the 
population of Darfur. South Sudan itself collapsed into civil war soon aft er 
independence Uganda, Equatorial Guinea, and the Central African Re-
public suff ered under grotesque dictators, while the Demo cratic Republic 
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Th e extreme thinness of the Eu ro pe an presence virtually guaranteed that 
the colonial administration would have to rely on a hierarchy of chiefs, vil-
lage elders, headmen, clerks, translators, and other black offi  cials to do the 
actual work of government. Trea suries in the metropolitan capitals  were 
not interested in subsidizing their impoverished territories; in the words of 
Earl Grey, “Th e surest test for the soundness of mea sures for the improve-
ment of an uncivilised people is that they should be self- suffi  cient.” As 
many observers have pointed out, indirect rule was less a novel policy 
than simply a recognition of the reality of British administration on the 
ground. Th ese facts alone suggest that the institutional legacy of colo-
nialism would not be strong, centralized states, since Britain was setting 
something of the opposite— the preservation of customary law— as its 
explicit policy goal. It was, as historian Sara Berry describes it, “hege-
mony on a shoestring.”10

the search for “native law and custom”

Th ere was something superfi cially appealing about indirect rule in the 
British colonies. In contrast to the French, whose objective was assimila-
tion of their colonies into a single homogeneous French empire, Lugard’s 
theory had a moral component. He argued that rather than trying to turn 
Africans into second- rate Eu ro pe ans, they ought to be ruled under their 
own laws and customs through traditional sources of authority. Th is was 
in line with the practice of many earlier empires, which realized that 
they could not export their own institutions to people of very diff erent 

TABLE 3. Density of Eu ro pe an Administrators in Africa

Population Year Administrators Ratio

Nigeria and Cameroon* 20,000,000 late 1930s 386 1 : 54,000

Kenya 3,100,000 late 1930s 164 1 : 18,900

French West Africa 14,500,000 1921 526 1 : 27,500

Belgian Congo 11,000,000 1936 316 1 : 34,800

Ghana 3,700,000 1935 77 1 : 48,000

SOURCE: Michael Crowder, “The White Chiefs of Tropical Africa,” in Gann and 

Duignan,eds., Colonialism in Africa 1870–1960, and Karen Fields, Revival and Rebellion 

in Colonial Africa
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country as a  whole transitioned to democracy aft er the Asian fi nancial 
crisis in the late 1990s, it was able to permit a substantial devolution of 
power to its provinces and localities without fear of further fragmen-
tation. Indonesia remains a highly fractured country, as communal 
 violence against the Chinese and Christian communities and other mi-
norities continues. Levels of corruption remain high as well. But all 
success is relative: given the kind of ethnic, religious, and regional frac-
tionalization with which the country started, its nation- building suc-
cess is quite remarkable. Indonesia could have looked much more like 
Nigeria.17

Tanzania’s record in nation building has been very similar to that of 
Indonesia, despite obvious diff erences in region, religion, and race. Tan-
zania is highly diverse ethnically, being divided into some 120 diff erent 
ethnic groups; like Indonesia, it was ruled for many years by a strong 
one- party state that made nation building an explicit goal and, to a large 
extent, succeeded at that. Like Indonesia, it used top- down, authoritar-
ian power to achieve this goal.

Th e country to which Tanzania can best be compared is the state to 
its immediate north, Kenya. Both  were British colonies or mandates, and 
both are very similar with regard to climate and culture. Indeed, the bor-
der between the two countries is an unnaturally straight line drawn by 
colonial authorities running from Lake Victoria in the west eventually 
to the Indian Ocean, which artifi cially separates the peoples who strad-
dled it.

During the cold war, the two countries  were frequently compared be-
cause Kenya had adopted what Joel Barkan labeled “patron- client capi-
talism,” while Tanzania adopted “one- party socialism.”18 For the fi rst 
two de cades aft er gaining in de pen dence in 1963, Kenya grew substan-
tially faster than Tanzania, arguably demonstrating the superiority of 
market- based economics (see Table 4).

TABLE 4. GDP Growth Rates, 1965– 1990

1965–1980 1981–1985 1986–1990

Kenya 6.8 3.2 4.9

Tanzania 3.9 0.4 3.6

SOURCE: World Bank
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But then, beginning in the late 1980s, the countries reversed positions, 
with Kenya suff ering a precipitous economic decline relative to Tanzania 
(see Figure 16). More recently, Tanzania has shared in sub- Saharan Africa’s 
overall strong growth with rates of around 6 percent in the period 1999– 
2011. Kenya by contrast has been racked, particularly since the presiden-
tial election of 2007, by violence among its ethnic groups. GDP growth 
has been lower and much more volatile during the 2000s, refl ecting ongo-
ing po liti cal confl ict. Tanzania by contrast has remained much more sta-
ble. Th e reasons for this can be traced ultimately back to the fact that 
Tanzania’s one- party dictatorship engaged in a policy of nation building, 
while Kenya’s more liberal state did not.

FIGURE 16. GDP Growth Rates, 1989– 2011

Tanzania had certain preexisting advantages over Kenya in formu-
lating a national identity. None of its 120 ethnic groups is large enough 
to potentially dominate the country, whereas Kenya has fi ve major ones, 
constituting some 70 percent of the population.19 An alliance of any two of 
these larger groups— Kikuyu, Kalenjin, Luo, Kamba, Luhya— is oft en 
suffi  cient to gain control of the government. Equally important was the 
role of Swahili as a national language in Tanzania. Swahili, a Bantu lan-
guage borrowing heavily from the Arabic of the traders in Zanzibar and 
other coastal areas, is spoken throughout many countries in East Africa. 

SOURCE: World Bank
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the Th ird Wave of demo cratization that began in the early 1970s, this trend 
was most powerful in Latin America. Asia’s largest and most eco nom ical ly 
dynamic country, China, remains a Communist dictatorship, as do Vietnam 
and North Korea. Th e only such country in the western hemi sphere is Cuba, 
though there has been signifi cant backsliding on democracy in the 2000s in 
Venezuela, Ec ua dor, Nicaragua, and other countries.

TABLE 5. Growth Rates and GDP Per Capita

Growth Rate, 
1961– 2011 (%) Per Capita GDP, 2011*

East Asia 7.3 $7,294

Latin America 3.8 11,595

Sub- Saharan Africa 3.5 2,233

OECD (Developed Countries) 3.2 38,944

SOURCE: World Bank

*GDP per capita is in parity purchasing power.

FIGURE 17. Regional Comparison, Worldwide Governance Indicators 
( percentile ranks)1

SOURCE: World Bank, Worldwide Governance Indicators
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While Latin America outperforms East Asia in terms of democracy, 
it has a much smaller advantage with regard to state institutions. Th e 
scores for po liti cal stability and rule of law are roughly comparable be-
tween Latin America and East Asia, and sharply lower in sub- Saharan 
Africa.

FIGURE 18. Gini Coefficients, Selected Countries

SOURCE: World Bank

Th e diff erence among regions can also be mea sured in terms of in-
equal ity, as indicated in Figure 18, which presents Gini index numbers for 
a selected group of countries (Gini indexes range from 0 to 100, with 0 
representing perfect equality and 100 representing complete in e qual ity). 
Th e countries of sub- Saharan Africa vary widely: Ethiopia is relatively 
equal, while oil- rich Nigeria and Angola have very high levels of in e qual-
ity. In East Asia, Japan and South Korea have had low rates of in e qual ity 
since the 1950s, as did China at the end of the Maoist period. But with its 
rapid economic growth during the 2000s, China’s income distribution 
has skewed to almost Latin American levels. During this same de cade, 
Latin America’s rate of in e qual ity began to decrease slightly. Nonetheless, 
the region is still subject to large gaps between rich and poor that have 
troubling po liti cal consequences.2

Statistical averages economic growth and governance of course mask 
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opment laid out in chapter 2, theories focusing on ideas or cultural val-
ues would posit a causal relationship looking something like Figure 19.

But while ideas are indeed powerful and can explain much about po-
liti cal institutions, this kind of explanation begs as many questions as it 
settles. Why, for instance, do the ideas of human equality or democracy 
take off  in some periods and not in others? Th e idea of democracy has 
been around at least since ancient Athens, and yet it did not become insti-
tutionalized anywhere until the end of the eigh teenth century. Tocqueville 
does not explain why the idea of human equality became progressively 
more powerful, except to suggest that it was an act of God. Democracy 
did not arise in all parts of the world, nor has it gained traction equally 
across the globe. Th is has led to the assertion, made by parties as diverse 
as Samuel Huntington, the contemporary Chinese government, and a 
variety of Islamists, that liberal democracy does not represent a universal 
trend but is something culturally specifi c to Western civilization. If this 
is true, it still begs the question of why this par tic u lar idea arose in the 
West and not elsewhere.

An alternative school of thought understands democracy not as the 
expression of an idea or a set of cultural values but as the by- product of 
deep structural forces within societies. Social scientists have long noted 
that there is a correlation between high levels of economic development 
and stable democracy: most of the world’s rich industrialized countries 
today are democracies, whereas most remaining authoritarian states are 
much less developed. One well- known study shows that while countries 
may transition from authoritarian to demo cratic government at any level 

FIGURE 19. Ideas and Democracy

Economic Growth Social Mobilization

Ideas/Legitimacy

Rule of Law DemocracyThe State
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402 POLITICAL ORDER AND POLITICAL DECAY

of development, they are much more likely to remain democracies if they 
rise above a certain threshold of per capita income. Th is suggests prima 
facie that there may be something in the pro cess of economic develop-
ment that makes democracy more likely.3

But what is the connection between economic development and 
 democracy? Do people’s values somehow magically fl ip over to favor de-
mocracy when they achieve a certain level of well- being? Th e statistical 
correlations linking development and democracy provide no insight as 
to specifi c causal mechanisms that connect the two. Within all of these 
correlations, moreover, there are many exceptions: for example, accord-
ing to this view, impoverished India should not be a stable democracy 
yet wealthy Singapore should.

In chapter 2, I suggested an alternative causal path by which eco-
nomic growth could aff ect demo cratic institutions, via social mobiliza-
tion. Th e key concept  here is the division of labor. Adam Smith asserted 
that the division of labor is limited by the size of the market, or, put dif-
ferently, that as markets expanded through increased trade in a commer-
cial and later an industrial economy, a new division of labor would arise 
and deepen. Th is division of labor entailed the creation of new social 
groups. Although Smith himself never made this argument explicitly, it 
follows logically that these new groups, excluded from participation in 
the po liti cal institutions of the old agrarian society, would demand a 
share of po liti cal power and therefore increase pressures for democracy. 

FIGURE 20. Growth and Social Mobilization

Economic Growth Social Mobilization

Ideas/Legitimacy

The State Rule of Law Democracy

“The Division of Labor is limited by the extent of the market”
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sparked by some outrageous violation of their rights, or out of sheer hunger 
and desperation. But while individual leaders of such revolts might aspire 
to join the oligarchy, it never occurred to them to displace the class- bound 
system as such. Hence they never became true revolutionaries. Th e idea of 
social equality acquired a broad galvanizing power only when in parts of 
Eu rope during the seventeenth and eigh teenth centuries an expanding cap-
italist economic system started reordering the social system. Modern capi-
talism both required and produced social mobility, and as a consequence 
demands for equality of access and opportunity expanded. Th ere are 
thus multiple lines of causality linking social mobilization to democracy 
and the rule of law. Ideas  were important and had their own autonomy— 
neither Adam Smith nor Karl Marx could be understood as a mere 
spokesman for the social class out of which he sprang— but receptivity to 
ideas was shaped by social context and deep economic changes.

Democracy emerged in Eu rope in gradual stages over a 150- year pe-
riod, as a result of struggles among the middle classes, working class, old 
oligarchy, and peasantry, all being shaped in turn by underlying changes 
in the economy and society. Th e Marx- Moore framework, with a few 
emendations, remains basically sound. It is this story that I will fl esh out 
in the following chapter.

FIGURE 21. Economic Development and Democracy

Economic Growth Social Mobilization

Ideas/Legitimacy

The State Rule of Law Democracy

Political Parties
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As noted in the preface, while the French Revolution brought the 
Code Napoléon to much of Eu rope and secured a modern administrative 
state in France itself, it did not establish democracy. Napoleon’s defeat 
ushered in a prolonged period of authoritarian reversion under the aegis 
of the Austrian- Prussian- Russian Holy Alliance, in which conservative 
monarchical regimes tried to turn back the clock to the period before 
1789. Th ere was a gradient of absolutism stretching from west to east. Re-
publican government existed only in some Swiss cantons and German 
city- states. France, the Netherlands, Belgium, Norway, and some of the 
other German states (as well as, of course, Britain) had constitutional 
monarchies in which the king’s formal powers  were limited by law. In 

TABLE 6. Expansion of the Franchise in Selected Countries1

Country Year

% of Pop. 

Enfranchised Manhood Suffrage Universal Suffrage

Austria 6.0 (1873) 1907 1919

Belgium 1.0 (1831) 1919 1949

Britain 2.3 (1830) 1918 1929

Denmark 14–15 (1848) 1849 1915

Finland – 1906 1906

France 0.25 (1815) 1875 1945

Greece – 1864 1952

Iceland 9.8 (1903) 1920 1920

Ireland 0.2 (1830) 1918 1923

Italy 2.3 (1871) 1919 1945

Japan 1.0 (1899) 1899 1946

Luxembourg 2.0 (1848) 1892 1919

Netherlands 2.4 (1851) 1917 1917

Norway – 1898 1915

Prus sia/Germany – 1849/1867 1919

South Korea – 1948 1948

Sweden 4.8 (1865) 1920 1920

Switzerland – 1848 1959–1990

United States 9.4 (1828) 1820s 1920

SOURCE: Rokkan and Eisenstadt, Building States and Nations; Tilly, Democracy
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TABLE 7. Tax Revenue as a Percentage of GDP

Country 1965 1975 1985 1990 1995 2000 2005 2011

Australia 21.0 25.8 28.3 28.5 28.8 31.1 30.8 26.5

Austria 33.9 36.7 40.9 39.6 41.2 42.6 42.1 42.3

Belgium 33.1 39.5 44.4 42.0 43.6 44.9 44.8 44.1

Canada 25.7 32.0 32.5 35.9 35.6 35.6 33.4 30.4

Denmark 30.0 38.4 46.1 46.5 48.8 49.4 50.7 47.7

Finland 30.4 36.5 39.7 43.5 45.7 47.2 43.9 43.7

France 34.1 35.4 42.8 42.0 42.9 44.4 43.9 44.1

Germany 31.6 34.3 36.1 34.8 37.2 37.2 34.8 36.9

Greece 17.8 19.4 25.5 26.2 28.9 34.1 31.3 32.2

Iceland 26.2 30.0 28.2 30.9 31.2 37.2 40.7 36.0

Ireland 24.9 28.7 34.6 33.1 32.5 31.7 30.6 27.9

Italy 25.5 25.4 33.6 37.8 40.1 42.3 40.9 43.0

Japan 18.2 20.9 27.4 29.1 26.8 27.0 27.4 28.6

Luxembourg 27.7 32.8 39.5 35.7 37.1 39.1 37.8 37.0

Mexico n/a n/a 17.0 17.3 15.2 16.9 19.1 19.7

Netherlands 32.8 40.7 42.4 42.9 41.5 39.7 38.8 38.6

New Zealand 24.0 28.5 31.1 37.4 36.6 33.6 37.5 31.5

Norway 29.6 39.2 42.6 41.0 40.9 42.6 43.5 42.5

Portugal 15.9 19.7 25.2 27.7 31.7 34.1 34.7 33.0

South Korea n/a 15.1 16.4 18.9 19.4 23.6 25.5 25.9

Spain 14.7 18.4 27.6 32.5 32.1 34.2 35.8 32.2

Sweden 35.0 41.2 47.3 52.2 47.5 51.8 49.5 44.2

Switzerland 17.5 23.9 25.5 25.8 27.7 30.0 29.2 28.6

Turkey 10.6 11.9 11.5 14.9 16.8 24.2 24.3 27.8

United Kingdom 30.4 35.2 37.6 36.1 34.0 36.4 35.8 35.7

United States 24.7 25.6 25.6 27.3 27.9 29.9 27.3 24.0

OECD Total 24.2 29.4 32.7 33.8 34.8 36.0 35.7 34.1

SOURCE: Vito Tanzi and OECD

ratchet that, once turned, cannot be reversed. Th is would seem to be 
borne out in terms of government scope. Table 7 indicates that the over-
all levels of taxes have for the most part continued to grow since the 1970s 
despite the Reagan and Th atcher revolutions in the United States and the 
United Kingdom, despite eff orts by those leaders to reverse growth of state 
sectors. To the relief of progressives and the consternation of conserva-
tives, “big government” seems to be very diffi  cult to dismantle.
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Focusing only on the United States for the moment, the apparently 
irreversible increase in the scope of government in the twentieth century 
has masked a large decay in its quality (or what I labeled state “strength” 
in chapter 2). Th is deterioration in the quality of government has in turn 
made it much more diffi  cult to get fi scal defi cits under control. Th e quan-
tity, or scope, problem will be very diffi  cult to address until the quality, 
or strength, problem is fi xed at the same time. To put it in less abstract 

TABLE 8. Government Revenue, Spending, and Deficits, 2011

Country Government Revenue Spending Defi cit

Australia 22.9 26.1 3.2

Austria 36.3 38.7 2.4

Belgium 41.2 44.8 3.6

Canada 16.8 18.0 1.2

Denmark 40.5 42.7 2.2

Finland 38.4 39.6 1.2

France 42.7 47.8 5.1

Germany 29.1 29.7 0.6

Greece 41.0 52.5 11.5

Iceland 30.0 36.3 6.3

Ireland 31.6 44.1 12.5

Italy 37.6 41.5 3.9

Japan 11.4 19.7 8.3

Luxembourg 39.5 39.1 −0.4

Netherlands 40.6 44.5 3.9

New Zealand 34.9 41.7 6.8

Norway 49.5 34.5 −15.0

Portugal 39.9 44.1 4.2

South Korea 23.3 20.4 −2.9

Spain 23.6 29.3 5.7

Sweden 32.6 31.9 −0.7

Turkey 22.8 23.4 0.6

United Kingdom 36.8 44.3 7.5

United States 17.0 26.1 9.1

OECD Total 23.7 29.7 6.0

SOURCE: World Bank
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sensus but on the basis of assent on the part of some portion of the  whole 
group. Th e smaller the percentage of the group necessary to take a deci-
sion, the easier and more effi  ciently it can be made. Th e trade- off  between 
the percentage of votes required and the costs of decision making, in 
terms of both time and eff ort, is illustrated by Figure 22. As anyone who 
has chaired a meeting of a club or committee knows, decision costs rise 
exponentially if one needs consensus in large groups.

Decisions taken under a majority voting rule (50 percent plus one) of-
ten used in demo cratic countries thus deviate very far from an ideal demo-
cratic procedure, since they can disenfranchise nearly half the population. 
Indeed, under plurality (or what is sometimes known as fi rst- past- the- 
post) voting, decisions can be taken on behalf of the  whole community by 
a minority of voters. (Th e United States and the United Kingdom, both of 
which have such voting systems, elected Bill Clinton in 1992 with 43 per-
cent of the vote, and Tony Blair with 42 percent in 2001.)5

FIGURE 22. Po liti cal Participation v. Cost of Decision Making

SOURCE: James M. Buchanan and Gordon Tullock, The Calculus of Consent
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in which every citizen wields a potential veto over action by the  whole. 
Demo cratic po liti cal systems grant many more vetoes to players within 
the system than do authoritarian states; that’s why they are democracies. 
But within the universe of democracies, there are substantial diff erences in 
the number of veto players permitted. Figure 23 reproduces the Buchanan- 
Tullock curve, but with the horizontal axis representing the number of 
veto players able to block decisions rather than percentages of the elec-
torate needed to make them.

FIGURE 23. Veto Players and the Difficulty of Decision Making

In terms of the sheer number of veto players, the American po liti cal 
system is an outlier among contemporary democracies. It has become un-
balanced and in certain areas has acquired too many checks and balances, 
which raise the costs of collective action, sometimes making it impossible 
altogether. It is a system that might be labeled a vetocracy. In earlier peri-
ods of American history, when one or the other party dominated, this sys-
tem served to moderate the will of the majority and force it to pay greater 
attention to minorities than it otherwise might. But in the more evenly 
balanced, highly competitive party system that has arisen since the 1980s, 
it has become a formula for gridlock.
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Th e American po liti cal system thus presents a complex picture in 
which checks and balances excessively constrain decision making on the 
part of majorities, as well as instances of excessive or potentially danger-
ous delegations of authority to poorly accountable institutions. So simple 
a delegated power as prosecutorial discretion is easily abused, particularly 
by high- profi le prosecutors responding to po liti cal pressures to get tough 
on crime.

Th e problem in the American system is that these delegations are sel-
dom made cleanly. Congress frequently fails in its duty to provide clear 
legislative guidance on how a par tic u lar agency is to perform its task, 
leaving it up to the agency itself to write its own mandate. In doing so, 
Congress hopes that if things don’t work out, the courts will step in to 
correct abuses. We saw this pro cess unfold in the fi rst national regulator 
in the United States, the ICC, which was given a very unclear mandate 
about its powers over railroads and was then wrapped up in litigation 
for the fi rst twenty years of its existence as a variety of private parties 

FIGURE 24. Americans’ View of Their Institutions (percent)

SOURCE: Pew Research Center
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 Autonomy and Subordination 515

where to stand, how to operate the machines, and how many bathroom 
breaks a worker could take. Th is kind of low- trust workplace did not 
permit the lower levels of the or ga ni za tion to exercise any autonomous 
judgment whatsoever.

Th is type of work environment has been replaced with a much fl atter 
form of or ga ni za tion. Th e lean manufacturing plant, pioneered by Toy-
ota, delegates substantially higher degrees of discretion to assembly- line 
workers, who are encouraged to discuss among themselves how better to 
or ga nize their joint production. Autonomy is even higher in fi rms that 
rely on highly educated professionals. Law fi rms, architectural fi rms, re-
search labs, soft ware companies, universities, and similar organizations 
cannot possibly be or ga nized along Taylorite lines. In such organizations, 
the managers who exercise nominal authority over their highly educated 
“workers” actually know less about the work being done than do the 
workers at the bottom of the hierarchy. In such fl at organizations, author-
ity does not fl ow only from principals to agents; the agents themselves are 
oft en involved in goal setting and use their expertise to control the prin-
cipals. Th ese organizations, needless to say, require substantially higher 
levels of trust than the old Taylorite ones.

FIGURE 25. Bureaucratic Autonomy and the Quality of Government
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within the same country, since the many bureaucracies that make up a 
government will have diff erent capacities and degrees of autonomy.

Th is framework explains the conundrum of why some countries need 
to reduce discretion and impose more rules while others should seek to 
do the reverse. In Controlling Corruption, Robert Klitgaard coined the 
formula

Corruption = Discretion − Accountability.

International development agencies like the World Bank have conse-
quently been pushing poor countries with low capacity to reduce discre-
tion (that is, impose more rules on public offi  cials) while improving the 
transparency of their operations and setting up mechanisms to increase 
demo cratic accountability. Th is advice is largely correct for poor, low- 
capacity countries. Greater media scrutiny and demo cratic elections may 
not be a panacea for corruption, but they at least provide some incen-
tives for politicians and offi  cials to improve their behavior. But it is not a 

FIGURE 26. Optimal Levels of Autonomy for Differing 
Levels of Capacity
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universally valid rule that necessarily applies to richer countries with 
more state capacity. In many cases, government eff ectiveness is best se-
cured by increasing discretion and relaxing rules.

Th e path, then, to improved per for mance by governments varies de-
pending on the par tic u lar situation they fi nds themselves in. Even within 
a single government, diff erent parts may require diff erent approaches: 
military procurement may need to be subject to less red tape, while the 
banks and special prosecutors may be dangerously unaccountable. Ana-
lyzing these problems requires knowledge of context; fi xing them, even 
more so.

demo cratic accountability

How do demo cratic electorates grant their governments an appropriate 
degree of discretion and yet remain in fi rm control of the policies and 
goals that bureaucracies are meant to serve? What ever  else it may imply, 
bureaucratic autonomy does not mean turning over the pro cess of deci-
sion making to “experts” who somehow know better than the public at 
large what’s best for them. Th e autonomous platoon leader, to return to 
the military example, does not weigh in on grand strategy; that’s the ap-

FIGURE 27. Autonomy and Capacity
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propriate function of generals. In a democracy, the people are ultimately 
the generals.

Demo cratic accountability is critical to the proper functioning of po-
liti cal systems because it is ultimately the basis for authority, that is, the 
legitimate exercise of power. Compliance with the state’s wishes can be 
achieved coercively, and there have of course been many examples of this 
in history. But governments work much better when power is converted 
into authority, when citizens comply with laws and policies voluntarily 
because they believe in the system’s basic legitimacy.

Th e importance of legitimacy was illustrated in Volume 1 by the con-
trast between En gland and France following the Glorious Revolution of 
1688– 1689. En gland established the principle of “no taxation without repre-
sen ta tion,” meaning that the state had access only to revenues approved by 
Parliament, which at that moment consisted of the nation’s wealthiest 
taxpayers. In the de cades aft er 1689, both the percentage of taxes taken by 
the government, and the perceived security of En glish public debt, soared. 
France, by contrast, had a much more coercive tax system, where the 
wealthy could exempt themselves and the army was frequently called upon 
to extract taxes from unwilling peasants. French taxes as a percentage 
of GDP  were a fraction of En gland’s. As a consequence, French public 
fi nances crumbled in the eigh teenth century. Britain, working off  of a 

FIGURE 28. Pathways to Reform

042-57833_ch01_2P.indd   519042-57833_ch01_2P.indd   519 6/17/14   7:23 PM6/17/14   7:23 PM



-1—
0—
+1—

530 POLITICAL ORDER AND POLITICAL DECAY

to modernization. Oft entimes, social mobilization has occurred in the 
absence of sustained economic growth, a phenomenon referred to earlier 
as “modernization without development” (see Figure 30). Under this sce-
nario, social change occurs not under the pull of new industrial employ-
ment but under the push of rural poverty. Peasants fl ock to cities because 
they seemingly off er more choices and opportunities, but they are not 
subject to the rigors of an expanding division of labor as in the classic in-
dustrialization scenario. Instead of Gemeinschaft  being transformed into 
Gesellschaft , Gemeinschaft  simply implants itself in cities— kin groups 
and rural villages move intact to urban slums but retain much of their 
rural social or ga ni za tion and values under extremely marginal economic 
conditions. Th is is the type of modernization that occurred in Greece 
and southern Italy; it has taken place in countless developing countries 
from the Indian subcontinent to Latin America to the Middle East and 
sub- Saharan Africa, where enormous cities have emerged in the absence 
of a vibrant capitalist economy.

Modernization without development has been widespread among 
many developing countries outside of East Asia. It has important po liti cal 
consequences when compared to the classic path of modernization via 
industrialization. It can destabilize existing traditional po liti cal systems 
that do not provide routes to po liti cal participation— the classic Hunting-
ton scenario of po liti cal decay. But it can also lead to a stable system of 
clientelism and elite co ali tions built around the distribution of rents. 
Since the division of labor is much less extensive when there is no vigor-
ous development of a capitalist industrial sector, diff erent types of social 

FIGURE 29. Dimensions of Development
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groups emerge compared to nineteenth- century Eu rope. Th ere is neither 
a large emerging group of middle- class individuals, professionals with 
higher levels of education, nor a strong industrial proletariat. Rather, such 
societies have a large, amorphous group of urbanized poor who eke out 
livings in the informal sector. Many of these people can be highly entre-
preneurial when given access to capital and markets. Th e contemporary 
microfi nance industry and property rights movements are built around 
providing the poor with such tools.3 But there is no clear path from in-
formal employment to true growth- and job- generating industrializa-
tion. Clientelism thrives under these conditions, since the individualized 
benefi ts off ered by politicians, and the ability to generate rents in the 
public sector, are oft en a much more eff ective path to economic security 
than the private sector. Politics then centers around zero- sum struggles 
over rent distribution rather than over programmatic policies. Th is kind 
of clientelism poses a big obstacle to reform of the public sector and the 
upgrading of state capacity, as indicated by the dotted lines in Figure 30.

Ideas concerning legitimacy are an in de pen dent dimension of devel-
opment and have a large eff ect on the way po liti cal institutions evolve. 
Th eir primary impact is on the nature of social mobilization. Identity 
politics— based on nationalism, ethnicity, or religion— has frequently 
trumped class, or acted as a substitute for class, as the rallying point for 
social mobilization. Th is happened in nineteenth-century Eu rope, when 

FIGURE 30. Modernization Without Development
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essary and legitimate with regard to the po liti cal ends that states pursue. 
But po liti cal control can take the form of contradictory and/or overly de-
tailed mandates, and oft en seeks to use the state itself as a source of rents 
and employment. Clientelism emerges in young democracies precisely be-
cause the state and its resources constitute useful piggy banks for demo-
cratic politicians seeking to mobilize supporters. Th e nascent American 
state was captured and controlled by demo cratic politicians and has been 
repatrimonialized through interest group infl uence over Congress. Th is 
same pro cess has taken place in countless developing world democracies.

Th ere is also a tension between a high- quality state and rule of law. 
Eff ective states operate through law, but formal law can itself become an 
obstacle to the exercise of an appropriate level of administrative discre-
tion. Th is tension was well understood in ancient China and was re-
fl ected in the debate between Legalists and Confucians. So too in modern 
debates over rules versus discretion in administrative law. Rules need to 
be clear and impersonal, but every legal system adjusts the application of 
rules to fi t par tic u lar circumstances. Prosecutors are allowed to exercise 
discretion over when and how to charge defendants; judges exercise dis-
cretion in sentencing. Th e best bureaucracies have the autonomy to use 
judgment in decision making, to take risks, and to innovate. Th e worst 
mechanically carry out detailed rules written by other people. Ordinary 

FIGURE 31. Complementarities and Tensions Among the Po liti cal 
Dimensions of Development
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